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Announcement 2016-39: Retirement plan loans, hardship 
distributions, taxpayers affected by Hurricane Matthew 
 
The IRS today released an advance version of Announcement 2016-39 that—in 
providing relief to taxpayers adversely affected by Hurricane Matthew—allows 
individuals with retirement assets in qualified employer plans (401(k)s and similar 
employer-sponsored retirement plans) to make loans and take hardship distributions 
from their plans. 
 
Announcement 2016-39 [PDF 25 KB] also provides relief from certain verification 
procedures that may be required under retirement plans with respect to loans and 
hardship distributions and relaxes certain procedural and administrative rules that 
normally apply to retirement plan loans and hardship distributions. 
 
Today’s IRS guidance explains that qualified employer plan will not be treated as 
failing to satisfy any requirement under the Code or regulations merely because the 
plan makes a loan, or a hardship distribution for a need arising from Hurricane 
Matthew, to an employee or former employee whose principal residence on October 
4, 2016 (October 3, 2016, for Florida) was located in one of the counties identified for 
individual assistance by the Federal Emergency Management Agency (FEMA) 
because of the devastation caused by Hurricane Matthew or whose place of 
employment was located in one of these counties on that applicable date or whose 
lineal ascendant or descendant, dependent, or spouse had a principal residence or 
place of employment in one of these counties on that date.  
 
The counties identified for individual assistance by FEMA are in located in Florida, 
Georgia, North Carolina and South Carolina. If additional counties in these or other 
states are identified by FEMA for individual assistance because of damage related to 
Hurricane Matthew, the relief provided in this announcement will also apply, from the 
date specified by FEMA as the beginning of the incident period, and that date would 
be substituted for references to October 4, 2016, in this announcement.  
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The IRS guidance provides that plan administrators may rely upon representations 
from the employee or former employee as to the need for and amount of a hardship 
distribution, unless the plan administrator has actual knowledge to the contrary, and 
the distribution is treated as a hardship 
 
Loans, hardship distributions  
 
The IRS explained in a related IRS release—IR-2016-138 (October 21, 2016)—that 
individuals affected by Hurricane Matthew and who are participants in 401(k) plans, 
employees of public schools and tax-exempt organizations with 403(b) tax-sheltered 
annuities, as well as state and local government employees with 457(b) deferred-
compensation plans may be eligible to take advantage of the streamlined loan 
procedures and liberalized hardship distribution rules. While IRA participants are 
barred from taking out loans, they may be eligible to receive distributions under 
liberalized procedures. 
 
Plans will be allowed to make loans or hardship distributions before the plan is 
formally amended to provide for such features. In addition, the plan can ignore the 
reasons that normally apply to hardship distributions, thus allowing them, for example, 
to be used for food and shelter. If a plan requires certain documentation before a 
distribution is made, the plan can relax this requirement as described in the 
announcement.  
 
 
The information contained in TaxNewsFlash is not intended to be "written advice concerning one or more Federal tax matters" 
subject to the requirements of section 10.37(a)(2) of Treasury Department Circular 230, as the content of this document is issued 
for general informational purposes only, is intended to enhance the reader’s knowledge on the matters addressed therein, and is 
not intended to be applied to any specific reader’s particular set of facts. Although we endeavor to provide accurate and timely 
information, there can be no guarantee that such information is accurate as of the date it is received or that it will continue to be 
accurate in the future. Applicability of the information to specific situations should be determined through consultation with your 
tax adviser. 

KPMG International is a Swiss cooperative that serves as a coordinating entity for a network of independent member firms. 
KPMG International provides no audit or other client services. Such services are provided solely by member firms in their 
respective geographic areas. KPMG International and its member firms are legally distinct and separate entities. They are not 
and nothing contained herein shall be construed to place these entities in the relationship of parents, subsidiaries, agents, 
partners, or joint venturers. No member firm has any authority (actual, apparent, implied or otherwise) to obligate or bind KPMG 
International or any member firm in any manner whatsoever. 

Direct comments, including requests for subscriptions, to Washington National Tax. For more information, contact KPMG’s 
Federal Tax Legislative and Regulatory Services Group at + 1 202.533.4366, 1801 K Street NW, Washington, DC 20006-1301.  

To unsubscribe from TaxNewsFlash-United States, reply to Washington National Tax. 

Privacy | Legal 

 

 
 
© 2016 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of independent member firms affiliated with KPMG International 
Cooperative (“KPMG International”), a Swiss entity. All rights reserved. Printed in the U.S.A.  

The KPMG name and logo are registered trademarks or trademarks of KPMG International.  

mailto:US-KPMGWNT@kpmg.com?subject=Comments%20and%20requests
mailto:US-KPMGWNT@kpmg.com?subject=Unsubscribe:%20TaxNewsFlash
https://home.kpmg.com/us/en/home/misc/privacy.html
https://home.kpmg.com/us/en/home/misc/legal.html

	TaxNewsFlash
	Announcement 2016-39: Retirement plan loans, hardship distributions, taxpayers affected by Hurricane Matthew


